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On Dec. 18, the World Bank released a report on developing nations' foreign debt burdens,
appearing in a booklet titled, "World Debt Tables." Highlights from the report are summarized
below: * In 1988, the 17 most highly indebted developing nations will have paid out to developed
nations and multilateral lending institutions $31.1 billion more than they received. This amount
represents a 300% increase over 1983, and a 50% increase above 1987 levels. * The total foreign
debt of the 17 nations is estimated at $529 billion, up from $391 billion at year-end 1982. * For the
Third World as a whole, net payments to developed countries were placed at $43 billion, up from
$38.1 billion in 1987. When the global debt crisis became a recognized problem in 1982, developing
countries were taking in $18.2 billion more than they paid out. * Since 1982, the Third World's
outstanding debt has nearly doubled, reaching an estimated total of $1.32 trillion this year. For the
first time since the onset of the debt crisis, the Bank forecast a slight decline to $1.30 trillion in 1989.
* The most common strategy developed to manage the Third World debt crisis has consisted of
new loans to pay interest on rescheduled old loans. Consequently, interest payments in 1988 are
a third larger than in 1982. * About two-thirds of the total Third World debt is held by commercial
banks. The remaining third is owed to governments and to such government-owned lending
institutions as the World Bank and the International Monetary Fund. * Commercial bank loans
to the Third World totaled $2.3 billion in 1987, down from a peak of $23.3 billion in 1982. (These
amounts refer to "new monies," not loans extended for refinancing, i.e., loans for making interest
payments in arrears.) According to the Bank, a modest increase in bank loans may be observed
in 1988 and 1989, the outcome of a $5.2 billion commitment in 1988 for Brazil. * In 1985-87, the
period in which the US-sponsored debt strategy known as the "Baker Plan" , called for lending
increases, the 17 most indebted nations transferred a total of $74 billion to the exterior, or 3.1% of
those nations' combined gross national product. * During the first half of 1988 the volume of debtequity conversions reached $8.8 billion. This sum represented an 88% increase over 1987 as a whole,
but was equivalent to only 6% of the total outstanding debt. The conversions were concentrated in a
few countries, Brazil, Chile and Mexico. * The report stated that while the threat to the international
banking system had abated, most developing countries continue to experience stalled economic
growth, and possess few resources to finance development. According to the Bank, "The declining
interest of commercial banks in sovereign risk lending to highly indebted countries, coupled with
the continued uncertainties arising from the debt overhang, may be a signal that it is time to rework
the 1985 consensus." In brief, the Baker Plan must be overhauled. Large banks are not willing to
lend, the report said, because smaller banks that previously participated in lending now do not
choose to join in, but still expect to be repaid out of proceeds of the new loans. Sweeping debt relief
programs have been proposed by some members of the US Congress and the business community
and by academics. The World Bank stated that it found such proposals "likely to fail for lack of
consensus among protagonists with diverging interests." The report warned that "it may not be
realistic to expect public financing support for broad (new) debt plans." And it saw little hope for
generalized schemes for debt relief or partial forgiveness of principal and/or interest. The "more
viable" approach, said the report, is to build on the Baker plan in hopes that commercial banks will
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improve their lackluster lending performance of the past few years. (Basic data from New York
Times, Washington Post, 12/19/88)
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